
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Important: Your attention is drawn to the statement on the back of this report which affects your rights 
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Official ratings: 
Covered Bond: 
Moody’s: AAA 
S&P: na 
Fitch: na 

Issuer: 
Moody’s: na 
S&P: na 
Fitch: na 

Group/ Parent: 
Moody’s: A3 
S&P: na 
Fitch: na 

SEB ratings: 
CB: AAA 
Group/parent: A- 

 
Sector: 
Covered bonds 

Management: 
CEO: Rolf Søraker 

Address: 
Vesterveien 1 
4386, Arendal 

Credit view 
Sør Boligkreditt (“the Issuer”) is a wholly owned subsidiary of Sparebanken Sør (“the 
Parent”). Established in 2008, the Issuer functions as the Parent’s vehicle for the issuing of 
covered bonds and thus the company plays a key role in securing the Parent’s long term 
funding. The Issuer’s covered bond program is rated AAA by SEB, which reflects the credit 
strength of the issuer, the quality of the cover pool and the supportive legal framework 
under which the bonds are issued.  

Credit strength of the issuer 
Sør Boligkreditt’s covered bonds retrieves support from the credit strength of the Issuer 
which further benefits from support from Sparebanken Sør. The link between the Issuer and 
the Parent is considered strong and evidenced by an established credit facility set up for the 
benefit of the Issuer. Further, the range of services that the Parent performs on behalf of 
the Issuer and the fact that any default of the Issuer is considered to have large adverse 
implications on the reputation of the Parent underlines the link. The strong link between the 
Issuer and the Parent means that the Issuer rating in the TPI framework, is the senior 
unsecured rating of the Parent.   

Quality of the collateral 
As per the end of Q1 2011, the cover pool which comprises of residential mortgages in 
Norway was valued at NOK 5.7bn, while the outstanding covered bonds amounted to NOK 
4.0bn implying a strong OC level of 41.4%, which is higher than the internal target of 8%. 
The loan portfolio is considered concentrated as the top 3 counties account for 82% of the 
pool (mainly Agder counties). The WA indexed LTV is moderate at 52%, and 43% of the 
loan volume has a LTV of 60% or higher. Further, 49% of the loan volume is interest only 
loans, while loans in arrears (>90days) constitute 0% of the pool.  

Market risks 
Refinancing risk is generally low due to the issuers’ ability to reset the loan rates on the 
floating rate loans by six week’s notice to the debtors and further because 100% of the 
Issuer’s loans have floating rates. Further, market risk is limited as the covered bonds match 
the currency and interest rate exposure of the asset portfolio. However, if future mis-
matches should arise, the Issuer is expected to hedge the currency and interest rate risk by 
entering swap agreements with solid counterparties. Nevertheless, the WA duration of the 
assets is also markedly longer than the duration of the covered bonds, hence some 
refinancing persists.  

 

 

CREDIT STRENGTHS CREDIT CONCERNS 
• Credit strength of the Issuer, supported by the Parent 
• Quality of the cover pool 
• Strong link between the Issuer and the Parent 

• Moderate LTV, high share of LTV >60% 
• See separate chapter on common risks for covered bond 

issuers in Norway 
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Timely payment indicator 
SEB has assigned a TPI of “High” to the Issuer’s covered bonds, mainly reflecting the quality of the cover pool, the 
legislative framework and the refinancing risk. The TPI leeway is 1 notch. 

Financials and cover pool details  
Cover pool details as of 31.03.11

Mortgages (NOK million) 5 657

Subsititution assets (NOK million) 0

Total Cover pool (NOK million) 5 657

Covered bonds 4 000

OC 41.4 %

Number of mortgages na

Average loan balance (NOK million) na

WA LTV indexed 52 %

WA seasoning (months) 217

WA remaining term (months) 64  
Top 3 counties %

Aust-Agder 44 %

Vest-Agder 31 %

Oslo 6 %

Total 82 %

Indexed LTV distribution
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Repayment structure
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Interest only Amort.

Profit & Loss (NOK million) 2008 2009 2010

Interest income 97 217

Interest expenses 66 169

Net interest income 0 31 48

Other income 2 -4

Total income 0 33 43

SG&A 9 18

Other operating expenses

Total operating expenses 0 9 18

Income bef. taxes & provisions 0 24 25

Loan loss provisions 4 0

Other expenses

Pre.tax profit 0 20 25

Taxes 6 7

Net income 0 15 18

Balance Sheet (NOK million) 2008 2009 2010

Lending/  deposits credit institutions 174 0

Lending to customers 5 341 5 856

Lending to public institutions

Financial derivatives

Other assets 9 9

Total assets 0 5 523 5 865

Loans/ deposits credit institutions 1 271 1 574

Financial derivatives 1 5

Debt securities issued 4 000 4 000

Subordinated loan capital

Other liabilities 37 54

Total liabilities 0 5 309 5 632

Share capital 200 200

Other equity 15 33

Reserves & retained earnings

Total equity 0 215 233

Total liabilities & equity 0 5 523 5 865

Key Figures 2008 2009 2010

RWA 2 099 2 247

Tier 1 capital 213 231

Total capital 213 231

Tier 1 capital ratio 10.1 % 10.3 %

Total capital ratio 10.1 % 10.3 %  

Floating vs fixed rate assets

0 %

20 %

40 %

60 %

80 %

100 %

120 %

Floating Fixed

Maturity profile, NOK million

0

500

1 000

1 500

2 000

2 500

2015 2016 2017
 

Loan size distribution

0 %
10 %
20 %
30 %
40 %
50 %
60 %
70 %

<1m 1m-3m >3m



 
 
 
 
 

  3  

Credit Insight 

COPENHAGEN 
Bernstoffgade 50 
P.O Box 2098 
DK-1577  Copenhagen V 
Telephone: +45 3336 8500 
Capital Markets Sales 
Telephone: +45 3317 7720 
Treasury Sales 
Telephone: +45 3315 8065 

 
FRANKFURT 
Ulmenstrasse 30 
DE-60283  Frankfurt 
Telephone: +49 69 258-0 
Capital Markets 
Telephone: +49 69 9727 1145 

 
GOTHENBURG 
Östra Hamngatan 24 
SE-405 04  Göteborg 
Telephone: +46 31 62 10 00 
Capital Markets 
Telephone: +46 31 774 91 10 

 
HELSINKI 
Unioninkatu 30 
P.O Box 630 
FI-00100  Helsinki 
Telephone: +358 9 616 280 00 
Capital Markets Sales 
Telephone: +358 9 616 285 60 

LONDON 
2 Cannon Street 
GB-London EC4M 6XX 
Telephone: +44 20 7246 4000 
Forex & Money Market 
Telephone: +44 20 7246 4282 
Treasury Sales 
Telephone: +44 20 7236 0593 

 
LUXEMBOURG 
6 A, Circuit de la Foire Internationale, 
P.O. Box 487, L-2014 Luxembourg 
Telephone: +352 2623 1 

 
MALMÖ 
Östergatan 39 
SE-205 20  Malmö 
Telephone: +46 40 667 6910 
Treasury Sales 
Telephone: +46 40 667 6910 

 
NEW YORK 
245 Park Avenue, 42nd Floor 
New York, New York 10167 
Telephone: +1 212 907 4700 
Capital Markets 
& Treasury Sales 
Telephone: +1 212 351 4900 

 

 

OSLO 
FILIPSTAD BRYGGE 1 
Box 1843  Vika 
NO-0123  Oslo 
Telephone: +47 22 82 70 00 
Capital Markets Sales 
Telephone: +47 22 82 72 68 
Treasury Sales 
Telephone: +47 22 82 72 30 

 
SINGAPORE 
50 Raffles Place #36-01 
Singapore Land Tower 
Singapore 048623 
Telephone: +65 6223 5644 

 
STOCKHOLM 
Kungsträdgårdsgatan 8 
SE-106 40  Stockholm 
Telephone: +46 8 763 80 00 
Capital Markets Sales 
Telephone: +46 8 506 232 18 

 
 
 
 

 

IMPORTANT: THIS STATEMENT AFFECTS YOUR RIGHTS 
This report is produced by Credit Research, a research group within SEB Merchant Banking (“SEBMB”), a division of Skandinaviska 
Enskilda Banken AB (publ) (“the Bank”) for institutional investors only. It is not intended for, and must not be passed to, private clients or 
Private Customers. The Bank has offices in Copenhagen, Frankfurt, Helsinki, London, New York, Oslo, Paris, Singapore and Stockholm. 
This report is produced for private information of recipients and Credit Research is not soliciting any action based upon it. Opinions and 
recommendations contained in this research report represent Credit Research’s present opinions or recommendations only and are 
subject to change without notice. All information contained in this report has been compiled in good faith from sources believed to be 
reliable. However, no representation or warranty, expressed or implied, is made with respect to the completeness or accuracy of its 
contents and the report is not to be relied upon as authoritative. Recipients are urged to base their investment decisions upon such 
investigations as they deem necessary. To the extent permitted by applicable law, no liability whatsoever is accepted for any direct or 
consequential loss arising from use of this document or its contents. Your attention is drawn to the fact that the Bank, a member of, or 
any entity associated with, the Bank or its affiliates, officers, directors, employees or shareholders of such members may from time to 
time (a) have a long or short position or holding in the securities or options of such companies mentioned herein, (b) buy or sell, make a 
market  (or provide liquidity) in, or participate in an issue of such securities or options, for which the Bank receives compensation (c) be 
providing or seeking to provide corporate finance and debt capital markets services to such companies or in relation to such securities or 
options, for which the Bank receives compensation, (d) be represented on the board of directors or similar supervisory entity of such 
companies. 
 
Policies and procedures exist to separate Credit Research from access to information or other influences which might compromise the 
objectivity of this research. As such, this research report is intended to be independent and is based solely on publicly available 
information. The remuneration of staff within Credit Research is independent from the results of specific transactions. The SEBMB policy 
for dealing with potential conflicts of interest can be found on the online research website at www.mb.seb.se . 
 
SEB Merchant Banking Credit Research’s recommendation structure, average over the past 12 months, relative the iBoxx index, as of 15 
Sep 2010: Overweight: 11% Marketweight: 78% Underweight: 11%. 
 
Your attention is drawn to the fact that: 
The analysts responsible for this research report hold instruments in the companies covered by this report. 
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THIS REPORT MUST NOT BE PUBLISHED OR DISTRIBUTED IN THE UNITED STATES. 
The Bank is a public company incorporated in Stockholm, Sweden, with limited liability. It is a member of the Stockholm Stock Exchange, 
the London Stock Exchange, the IPE, OM, EDX, Euronext Liffe, Euronext Paris, Eurex, CME, and CBOT exchanges. The Bank is authorised 
and regulated by Finansinspektionen in Sweden and by the Financial Services Authority for the conduct of designated business in the UK. 
 
Confidentiality Notice 
This report is confidential and may not be reproduced or redistributed to any person. 
SEB Merchant Banking Credit Research. All rights reserved. 
 


